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Jean M. NCNJak 
SBA # 77-4 
_ _. .. Yv'..ashin gton, D.C. 2CH U 
1441 "L" Street, N.W. 
FOH I~1EDIATE RELE.l\SE 
Tues.day, -February 1, 19 7 7 
NEW SOJRCES OF Vllil'LTRE CAPITAL SOUGB'r FOR SMALL BUSJNES.SES 
WI~HINGI'O.~, D. C., Februa.ry 1 ------ Concluding a six-rrcnth 
study, a panel of independent business executives has called for a 
series of innovative steps by the Goverrnnent to stimulate the flow 
of equity and venture capital to small business. 
The reccxrme.ndations were contained in a re[X)rt to the U. S . 
Srrall Business .Administration by a 15-rrember panel appointe d by Adminis-
- -
trator . Mitchell P. Kobelins~i and _chaired by William Casey , 
former Pr~sident of the Export-_im9ort ·Bar1k, Unde.r' Secreta~y 
of State and Chairman of the Securities and Exchange Comn1ission. 
In submitting the report, Task Force Chainnan Casey 
said, "If these recom:rendations ::tre favorably acted up:m 
by the ,Administrc3:tion and the Congress, critically needed new 
venture and equity capital will flow t o the small business sector 
of our econany. This, in tun1, Will prcrluce substantial increases 
in jobs , tax revenue s and prcrlucti vi ty. 
- m::::>re 
.. - 2 ·-
"Impleiw.=.nta.tion of the study ' s recomrrendations , 11 Casey 
added , "can make a major contribution to the growth of the U. S. 
eccnomy and the vitality of our free enterprise system." 
A sumrrary of recomnendations of the Task Force on Venture and 
F,quity Capital for Srna.11 Business is attached. 
In addition to casey , panel members are; 
P.obert P. Aulston III, President, Gulf South Venture Corporation , 
Nevl Or l eans, La.; Harry G. Austin , .Jr., President, J ames Austin Com-
pany, Mars , Penn. ; Paul Bar1croft III , President and Chief Executive 
Officer , Bessemer Securities Corroration , New York, N. Y. ; Travers J. 
Bell, Jr. , Chainnan , Daniels and Bell, Inc. , New York , N. Y. ; Edgar F. 
Bunce , Jr., Senior Vice President , Prudential Insurance Ccrrpany of 
America , Newark , N .J.; Stanley Gblder, . President, First Capital 
Corporation of Chicago, Chicago, Ill.; Herbert Krasnow, President, 
Interccastal Capital Corporation, New York, N. Y.; Williarn R. Hambrecht, 
Partner , Hambrecht and Quist , San Francisco , Calif .; Richard M. Hexter, 
President, Ardshiel Associates, Inc., New York, N. Y.; Charles L. Lea, 
.. . ·. 
' • 
Jr., Executive Vice President, New Court Securities Corporation , New York; 
N.Y.; Professor Patrick R. Liles, Harvard Business School, Boston, Mass .; 
Duane D. Pearsall, President , Statitrol, IakeVJOC>d, Colo.; Don C. 
Steffes , President , McPherson Stat e Bank and Trust canpany, McPherson, 
Kan.; William D. Witter , President, William D. Witter, Inc., New York, 
N.Y. 
* * * * * 
SUMMARY OF SPECIFIC HECOMMENDATIONS 
MADE BY THE TASK F ORCE 
Tax Laws and Regulations 
Increase the corporate s urtax exemption from the pre sent l evel 
of $50, 000 up to $100, 000; 
Allow greater fle x ibiJity in depreciating the first $200, 000 of assets; 
- - - Permit investors in qualified small businesses to defer the tax 
on capital gains if the proceeds of the sale of a profitable small 
business investrnent are reinveste d within a specified time in 
other qualifi e d s1na1l busine sf3 investn1ents; 
Inc rease the deduction against ordinary income of capital losses 
in a small businesse s investm ent made under Section 1244 of the 
Internal Revenue Code from $25 1 000 in annual deduction to $50, 000, 
and increase the lim it on an offering from $5 00, 000 to $ 1, 000, 000 
and on issuer size from $ 1, 000, 000 to $ 2, 000 1 000 in equity capital; 
Permit underwriters of the securities of smaller businesses to 
deduct a lo ss reserve against the risks inherent in the underwriting 
and carrying of such securities ; 
Revise methods by v1hich revenue impact of tax changes are 
estimated to refle ct revenue gains from the use of tax savings by the 
taxpayer and the stimulus to capita] fo rmat ion and· economic activity . 
Small Busines~3 Administration (SBA ) 
Greater ~vaiJability of long-term fina ncing i s 1~ore jmportant to 
growing small businesses than financing cost. T? l ay a basis for 
thi s , SBA should require and encourage commercial b a nks to assume 
a l arger portion of the risk in SBA loans and cha nge its guarantee 
fee froni. a one-tin1e fee of 1 % of the amount of the guarantee d debt 
to an annua l fee which more n early reflects the value and cost of 
SBA' s guarantee ; 
Provide that some of ihe gu aranteed borrowing available to SBTCs 
t8 ke the form of debt., \viih the interest partially subsidized i f the 
funds . are used to m.akc equity investments ; 
J?ermit SDICs to d e duct from ordinary income los s reserves on 






Immediately make a substantial increase in the size standards 
for SBIC investments and also provide for an annual revision 
of these standards in line with broadly accepted price indicators; 
Substantially expand SBA' s Secondary Market Program by creation 
of a "Certificate" system for the sale of SBA-guaranteed loans. 
\ · ~ 
Institutional Investors / Employee Retirement Inc.ome Security Act (ERJSA ) 
Amend ERISA to declare a policy that pension funds may invest in 
a broad spectrum of American companies within the "prudent man " 
ru1e and that it applies to the tot.al portfolio rather than any 
individual investment. Also create a "basket " of 5% of the assets 
of any plan within which investment managers can invest according 
to standards of prudence and liquidity appropriate to higher risk 
small business investments; 
The development of professionally managed pools of capital should 
be encouraged so that pension fund managers, otherwise constrained 
by time or expertise , may participate in the investment in new 
ventures and in grov,ring smaller companies. These special funds 
shou1d be specifically exempted from the provisions of the Investment 
Company Act of 1940; 
In· cooperation with the SEC and other regulatory bodie s , exempt 
the illiquid securities of small companies from "mark-to marke t 11 
or " fair value " accounting treatinent. 
Securities Laws and Regulations (SEC ) 
Ii 
Increase the smal1 offering exemption from $ 500, 00 to $3 , 000, 000; 
Enact the limited offering exemption as proposed in the American 
Law Institute project to codify the securities Jaws ; 
Retain and simplify Rule 146; 
Amend Rule 144 to provide that the existing quantitative lirnits 
apply for only a three-rnonth period rather tha n a six -month perio d. 
In addition, change those limits to one percent of outsta nding 
shares or the average weekly volume , whichever is higher instead 
of whichever is lower; 
Develop procedures under which solicitation, with appropriate 
compensation to develop a market may be undertaken if buyers 
are provided with copies of financial data and other disclosures 
regularly filed .with the SEC along with a supplement, nny statement 
on mode of offering, identity of underwriters, price of securitie s 
offered, and informabon needed to update the dat~ on file with 
the SEC. 
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